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Noverber 12, 1958 NEW HAMPSHIRE LAW LIBRARY - 


* OCT 01 1998 
Jamee W, Nelson, Deputy Bank Commissioner ee 
State House : ! CONCORD, N.H. 
Concord, New Hampshire 


Dezr Mr, Nelson: 


This is in reply to your letter of October 9, 1958 
4n which you inquire whether IGA 3943:30 and 31 should be so administered 
as to prohibit loans by eredit unions to spouses or to the close relatives . 
of dircctors of credit unicns, or members of the credit of supervisory com | 
mittees.-. : | 


The two sections to which you have referred read as follows: 


"394330 To Members of Committees. No momber of either 
corittee shall, directly or A4ndirectly, borrow fron 
the union or become surety for any loan or advance made 
by it.” 


*394:31 To Directors. ho nember of the board of directors 
shall diractly or indirectly, borrow from the union or bo- 
come surety for any loan or advance made by it, unless such 
Joan or advence shall have been approved at a meeting of 
the members of the union by a majority vote of those present 
and the notice of such meeting shall have stated that the 
question of loans to directors would be considered thereat.” 


Had 4t been the intent of the Legislature to prohibit 
loans to spouses and close relatives of members of supervisory or credit 
committees 1t would have been very easy for them to have specifically so 
stated in Section 30, and had it been their intent to restrict loans to 
wives or close relatives of directors 4t would have been equally easy to 
have specifically so stated in Section 31. 


What 4s prohibited under Section 30 are direct or indirect | 
loans to members of the corrrittees only. Wo recognize that there might be 
cases where a loan to a spouse or a close relative might well constitute an 
indirect loan to a member of the credit or supervisory committee. On the 
other hand, wives or other close relatives might week loans wholly for their 
own purposes to be repaid from their own funds. 
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Jarcs I, islson, 
Deputy Faux Comdssioner woe 11/12/58 


In brict we are of the opinion that Section 30 should 
not be co adzinistered as to absolutely Frohibit loans to spouses or other 
Gloss relatives. We do advissa, however, that applications for loans from 
such Uncdiaviduals ghould ba subnitted to a most careful scrutiny and the - 
applicnuts carefully questioned as to the purpose of the roquested loan 
ana tho uso which is to be uscie of tha preccods of the loan. Such scrutiny 
4s essential in order to dotermine as a matter of fact whether the requested 
loan is or is not an indirect losn to a manbor of either cormittes,. . 


With raspect to loans to such individusls we would also 
point out that further protection to the credit union is afforded by the 
' fact that under REA 394:16 loana may be mode only to members of the crodit 
unicn, Zn.otheort werds, a spouse or close rolative of a comnitteo merber 
4s not cvon elicible to apply for a loan unless he or she is also a member 
of the credit union, : 

Under Section 31, no diractor of a credit wnion shall 
directly or indiroctly borrow from the union ". ».. unless such loan . e« « 
shall have been apnroved at a meeting of the menbers of the union by a 
majority vote of those present and the notice of such meeting shall have 
stated that the question of loans to diractors would be considersd thereate® 


| “hale anplications fren wives or close relstives of 

directors should bs subctitted to the same carcful scrutiny as acplications 
fron wivos or close relatives of rombers of the suparvisory or credit come 
mittees, we ave of the opinion that the restrictive languago in Section 31 
doce not apply to such applications unless it has first been determinod 
as a milter of Inet that a loan to such individual would constitute an 
indirect Lorn to a director, 


In closing we right observs that we weuld deen it food 
practice for mocbers of the credit or supervisory comaittces to abstain 
from voting or: epplications for leans by their spouses or close relatives. 


Yery truly yours, 


George T. Ray, Jr. 
GTA,dJr/a Assistant Attornsy Cersral 


